General Business Conditions * 





HE events of the past month present 

a striking contrast between, on the 

one hand, those which show encour- 

aging progress toward normal con- 

ditions of industry and prosperity, 
and, on the other hand, those which indicate 
that human perversity or distrust as seen in 
the inability of men to work together for 
common purposes is the chief obstacle to prog- 
ress. The reports, of business generally have 
been favorable. World trade has continued 
to show signs of improvement. Uriemploy- 
ment has. been diminishing at home and 
abroad. British exports of textile goods in 
April amounted to 302,598,200 square yards, 
against 186,760,700 square yards in April, 1921. 
Labor troubles in England have -been subsid- 
ing, and this is true of France and Italy. In 


this country the crop prospects are excellent, 


financial conditions are vastly better than a 
year ago, and so pronounced has been the 
restoration of confidence that but for the coal 
strike and the threat of a railroad strike, the 
outlook would be good for nearly normal busi- 
ness this coming Fall. 


In Europe, industrial conditions: would im- 
prove rapidly but for the political conditions. 
The prospect of a foreign loan for Germany 
has been abandoned for the present, because 
it is impracticable for Germany to give secur- 
ity for.such.a loan without a complete settle- 
ment. of the reparations debt, and France 
cannot afford to make a final. settlement for 
any amount that could be raised by the loan. 
The problem, seems well-nigh insoluble, for 
France is. under the necessity of going on with 
vast housing expenditures in the devastated 
districts, and. no government could. remain in 
power that. would abandon the claim upon 
Germany. for reimbursement. 


Meanwhile, German finances show no im- 
provement, and mark exchange in New York 
within the last week has touched a new low 


point, at $0.0027. Finally, the political situ- | 


ation within Germany is in confusion. The 
Minister of Foreign: Affairs, Mr. Rathenau, 
who has stood with the Prime Minister for 
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the policy of carrying out the treaty obliga- 
tions so far as possible, has been assassinated, 
and the government’s support in the Parlia- 
ment is uncertain. 


The Austrian situation has become more 
desperate than ever, the currency having lost 
within a few weeks one-half of its already 
attenuated value. The situation is compli- 
cated by a strike of the government employes 
operating the railroad, postal, telegraph and 
telephone services. The plan for a central 
bank of issue,.for which funds were pledged 
by the British, French and Italian govern- 
ments, has not gone into effect, but a new 
currency will not remedy the situation un- 
less the government can obtain revenues*to 
meet its expenses. 


The conference at The Hague has taken up 
anew the negotiations with Russia.. which 
yielded no results at Genoa. The Russian: 
representatives have renewed their demands 
for great loans, which they say are indispen- 
sable to a revival of production in Russia, and 
which they make a condition preliminary to 
any negotiations over trading rights or exist- 
ing indebtedness. 


The election in Ireland has indicated’ that’ a 
majority of the people support the compact’ 
with Great Britain entered into by. Griffiths 
and Collins, but peace is not established. Sir 
Henry Wilson, Field Marshal of Gréat Britain, 
has been assassinated, and this act is sup- 
posed to. be related to the Irish situation. 

These have been the leading features of 
the past month abroad, while in this: country 
the growing menace: of coal shortage or of: 
railroad congestion, if not railroad suspension, 
overhangs the situation. Even if the coal 
strike is promptly settled and a railroad strike 
averted, the problem of handling the amount 
of coal that will.need to be transported be- 
tween now and Winter will tax railroad capac- 
ity to the utmost. If the coal strike is pro+ 
tracted and the railroads are hampered by 
strikes, all business will be very much: em- 
barrassed and’ the industrial revival will ‘have 
a serious set-back. 
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The Railway Situation 


Thoughtful persons have been for some 
time sounding the warning that when a re- 
vival of business came the railroads would lack 
the facilities to deal with it, and that the 
country had a more vital interest in the de- 
velopment of railroad capacity than in the 
repeal of’ the Cummins-Esch law, which is 
agitated in some quarters, or even the reduc- 
tion of railroad rates. The companies have 
been struggling under most unfavorable con- 
ditions, with inadequate earnings and a high 
money market, to make such provisions as 
were within their power for increasing traffic, 
but they have had little encouragement from 
the public. 

The following statements are quotations 
from remarks by Mr. S. M. Felton, President 
of the Chicago & Great Western Railway Com- 
pany, and Chairman of the Western Commit- 
tee on Public Relations, Association of Rail- 
way Executives: 

How many persons realizq that were it not for tHe 
coal strike the railroads would now be handling an 
amount of traffic almost unprecedented at. this time 
of year? How many know that for 30 to 60 days 
previous tq the forthcoming rate reductions, business 
has been moving in:a volume larger than for any 
year except 1920 Do you realize. how deeply this 
should impress every man here, indeed, every man 
in America?) Do you:know that in the week ended 
May 27 the car loadings, exclusive of coal, amounted 
to 821,000 cars, compared with 796,000, which in- 
cluded coal, in the same period of 1921, when more 


than twice as much coal was moving as is now? 
s s - * 


It seems incomprehensible that a country like this 
should’ so persistently refuse to face the real issue; 
that the gréat question before us today is not rail- 
road rates, nor railroad wages, but one of adequate 
transportation facilities, 

* * + * 


The situation with respect to freight cars is really 
alarming. The ordinary record for bad order cars 
previous to the period of government operation was 
about..6 per cent. Today the railroads report nearly 
15 per cent of their cars in bad order. The actual 
number of these bad order cars May 1, was 327,704, 
three times the pre-war record. The latest reports 
show 25.1 per cent of the locomotives are in bad 
order, as compared with about 10 per cent previous 
to government operation of the roads. 


Mr. Eugene McAuliffe, President of the 
Union Colliery Company, of St. Louis, in an 
address before the May meeting of Cham- 
ber of Commerce of the United States, pointed 
out the grave danger of congestion upon the 
railroads at, the end of the strike. Referring 
to the situation in 1920, when the exhaustion 
of reserves’ resulting from the miners’ strike 
of 1919, followed. by the “outlaw” strike of 
switchmen, forced the spot price of mine-run 
coal to $9 per ton at the mines, 725 per cent 
of the price in 1914, he said that the defi- 
ciency of transportation service was just 
enough to keep the buying public in a panic, 
and added: 


It is a recognized fact that with the restoration of 
industrial activity the transportation resources of 
the country will prove, in the near future, even more 








inadequate than they did in the past, The growth 
of the railroad machine has not kept pace with our 
rise in population and industrial life; for example 
between the years 1911 and 1920 the number ae 
freight cars owned and in service incr 6.7 
per cent, the freight carrying capacity due to the 
purchase of large equipment showing an of 
18.2 per cent, the net tons carried one mile, however, 
increased 62.4 per cent. Where the railroads between 
1870 and 1918, forty-eight years, constructed approx- 
imatey 3,200 miles of new track annually but 414 
miles was constructed in 1920, and 642 miles in 1921, 
and while the number of freight cars purchased be- 
tween 1901 and 1920 averaged 150,252 annually, the 
total cars.purchased by the railroads in 1921, includ- 
ing those bought by private car lines and industries, 
totaled but 23,346; it is these limitations that attach 
to the transportation machine that will demand a 
setticment of the existing coal labor deadlock about 
July ist. 


The Industrial Situation 


The general industrial situation has improved 
until the amount of unemployment during the 
past month has been comparatively small. 
The iron and steel industry has been oper- 
ating at above 75 per cent of nominal capacity, 
but this has meant practically full employ- 
ment for available labor. Reports from the 
Southern iron centers have told of the recruit- 
ing of negro labor by agents from the North. 
The cement industry has been going full speed, 
sustained by the large amount of highway 
building under way, and the latter of itself 
has called for a large supply of labor. The 
amount of house-building in progress has kept 
the building trades and building . material 
trades well employed. The lumber industry on 
the Pacific. Coast is above normal, and the 
Southern Association’s report is about normal. 
In Detroit the labor situation in the last three 
months has approached conditions at the 
height of the boom. The output of automo- 
biles and trucks in May made it the banner 
month for the industry. It is interesting to 
note that the reat bulk of the automobile 
business is in the cheap and moderate-priced 
cars. Cars selling at $3,000 and upwards will 
not aggregate more than 3 per cent of the 
total. 

Wage advances have taken place in numer- 
ous instances, one of the most noteworthy be- 
ing the advance in the iron industry from $5.50 
to $6.00 per ton for puddling. The cases are 
sufficiently numerous to demonstrate that 
wage-earners as a rule lose nothing by conces- - 
sions in bad times which help industry back 
into activity. The interests of wage-earners 
are served by getting industry busy. The out- 
ward movement of migration during the past 
year, and the restrictions upon immigration 
have had influence upon the labor situation. 


Foodstuffs 


The government’s crop report for June fore- 
casts an increase for all the small grains, over 
last year. No report is made upon corn until 
July, but the outlook for corn to date is good: 

















The estimate upon wheat was for 855,000,000 
bushels, against a five-year average of not 
quite, 800,000,000, but the crop has suffered 
some deterioration from hot weather during 
the past month. 


Official figures indicate’ that the stores of 
wheat carried over into the new crop year will 
be lower the world over than in any recent 
year, and that Europe will need to import more 
than last year. The situation therefore would 
seem to be strong, but the price has had a big 
decline since the outlook for the crop began 
to improve last Spring. The September quo- 
tation in Chicago is about $1:15, which does 
not yield $1 to the grower west of the Mis- 
souri River. 


The record of wheat for the crop year just 
closed ‘shows great fluctuations due to chang- 
ing opinions about the available supply and 
prospects for the next crop. The 1921 crop 
was marketed rapidly and with lack of specu- 
lative interest the market declined until at the 
beginning of Winter the price was but slightly 
above $1 in Chicago. Then the heavy exports, 
together with reports that the Fall sowing had 
entered the Winter in poor condition, began 


to afford support, and these influences, persist- . 


ing until Spring, carried the price up to with- 
in a fraction of a cent of $1.50 per bushel. 
It was confidently asserted, over and ‘again for 
months, that the United States had exported 


more wheat than it had to spare, and would’ be . 


obliged to import from Canada. The farm 
reserves have proved to be ample for all needs 
and if the Winter wheat crop is not above the 
average it will be because of damage done to it 
in June rather than in the Winter. Now 
that the year is closed, a review shows the 
fundamental reasons for the principal price 
swings. 

The price of corn has held its own very well 
despite the heavy stocks and good prospects 
on the coming crop, supported by the satisfac- 
tory conditions now existing in, the live stock 
markets, and particularly the price of hogs. 
The Department of Agriculture reports the 


crop of pigs, despite bad weather conditions, | 


14.6 per cent above that of a year ago, which 
forecasts a better outlet for. cornnext Fall 
than last. Corn is ruling 20 cents per bushel 
above the low price of last year. Oats are 
heavy under the influence of another large crop 
in prospect, and but little above the lowest 
price of last year: 

The sugar situation has cleared up in. de- 
cided manner in the last few months, and the 
outlook for remunerative prices to producers 


is now considered assuring. Cuban raws are, 


bringing 3%4 cents, cost and freight, against 
17 cents, the low-point in 1921, Refined, New 
ork, 6.20, . 








Butter is going into storage for next Win- 
ter’s supply at about the same price as last 
year, i. e., about 36 cents per pound. . The, 
pack is not quite up to last year’s at this date, 
but was. late in getting started: and in, recent 
weeks has been catching up rapidly. -British 
buyers have come into.this market for large 
supplies. in the last. few weeks, bidding the. 
price up to 39 cents. The storage of eggs 
is somewhat larger than a year ago. Butter 
and eggs have been maintained steadily above 
the pre-war price throughout the general 
slump in farm’ products. 


May ‘exports of all foodstuffs from the 
United States aggregated $53,326,972, against 
$77,685,760 in May, 1921. ; 

The potato and vegetable crops are doing 
well, the berry crops are large, canteloups are- 
a drug in the market, and the Southern peach 
crop is large. 


Siberian Butter 


The New York, Produce. Review says. that 
little has been. known in this country. lately 
about the condition of.the-dairy industry in 
Siberia, but it gives the following from the. 
“Golos. Rossii’, published about... the. middle 
of April: 


To avoid the heavy Government tax on butter, the 
farmers sold their catte at almost any price obtain- 
able. The tax was reduced in 1921, but this had 
no effect. When the severe corn famine came’ in 
1922, the} farmers began to realize that their safety : 
depended on the rearing of cattle and on dairying, 
and a few dairies were again set at work, but only 
in order to have butter to ‘exchange against seed. 
The Tsechany ‘istrict is now producing butter. . The 
exchange of butter against wheat is arranged on so 
unfavorable terms to the farmers (3: pounds of wheat 
for 1: pound of butter) that the production of butter is 
not encouraged, and the quality is low. . 

Before the war, Siberia exported 4,500,000 pounds of 
butter,’ equal to 1,500,000 cwts: annually: For the 
present season the, production will be about. 250,000. 
pounds, and there will be nothing for export. 

This is what is left of the glorious and flourishing 
Siberian dairy industry. f 


Cotton and_ Textile Goods 


The cotton crop had a late start and ‘has, 
been under the influence of bad weather, but 
of late conditions have improved. The ground 
is full of moisture and the crop. will come 
along rapidly if it has plenty of sunshine. 
The acreage is probably 10 per cent larger: 
than last year, but the cotton-consuming world 
needs a crop at least 50 per cent larger than 
last year’s. The foreign demand is:rising and 
reserves are diminishing. The great decline 
which took place in the Fall of 1920.and early 
part of 1921 prompted the curtailment of 1921. 
and brought the reserves, down to, a point . 
where. another short crop will mean prices 
high enough; to force ‘a curtailment of con-)) 
sumption. The price is ranging now between 
22. and 23. cents per pound, and is. approxi- 
mately double the price. at this time last year. 
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Gotton goods have followed the rising prices 
of ‘raw cotton slowly. Manufacturers have 
complained that profits depended upon previ- 
ous purchases of raw material, but of late 
confidence in the higher range of prices is 
stronger. Wool is a little less active, but ina 
strong position. The western producers have 
generally sold, and realized very satisfactory 
prices. The Montana production is said to 
have brought ‘around 40 cents per pound. 
Woolen goods have had several advances to 
cover cost of material; and are about 12 per 
cent higher than at the season’s opening. 

The silk goods industry, which, has. been 
having -very quiet times, reports an improve- 
ing demand and firmer prices, 


The Coal and Railroad Situation 


‘The most important feature of the indus- 
trial situation, and of the general business 
situation is the pending issue with the coal 
miners and railroad employes. The coal strike 
has ‘lasted three months, which in itself is 
not surprisitig; as it was quite certain from 
the beginning that there would be no early 
adjustment of the differences. Indeed, there 
ig no prospect at this writing of any “ad- 
justment,” but rather for a trial of strength 
to. the bitter end. 

In the anthracite field the miners are still 
demanding an increase of 20 per cent in 
wages, but probably only to counter the de- 
mand of the operators for a reduction. The 
operators have made no offer to settle by con- 
tinuance of the existing scale, holding that 
the industry should adjust itself to a lower 
level of wages and prices, but offered to join 
in a, request to the President of the United 
States to name a commission to arbitrate the 
matters in dispute. The miners have declined 
to.consider this proposal. 

‘The anthracite field is all unionized and the 
shut-down is complete. Stocks of anthracite 
coal are now getting low, and as there is no 
great surplus capacity for production the 
danger of a short supply next Winter is be- 
coming serious. Anthracite is used mainly 
for*household purposes, and while absence of 
the’ usual supply would occasion very great 
inconvenience, possibly, in view of the way 
people’ in Europe have lived in unheated 
houses, it may be classed as a luxury rather 
than as a necessity. 

The bituminous industry is more important 
to the country, but is not so completely sus- 
pended. Production is going on at about one- 
half the normal requirements, mainly in West 
Virginia, Kentucky and States farther south. 
Reserves were largé when the strike began, 
afid the country probably could go one 
or two months longer before any general sus- 
pension of industry would take place. Pro- 
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duction. has increased from about’ 4,000,000 
tons in the early weeks of the strike to about 
5,000,000 tons per week, but this has occurred’ 
in the non-union districts. There does not 
appear to be much reason for expecting a 
break among the union miners: They are 
very resolute in their stand for the present 
wage scales, and no doubt sincere in their 
feeling that a reduction would do them great 
injustice, 


High Wages and Idle Time 


The situation in the bituminous fields is 
complicated by excessive development. There 
are too many mines and too many miners, 
with the result that operations are irregular. 
To the extent that the public is responsible, 
by refusing to spread its buying throughout 
the year, it should be possible to improve the 
situation by means of.a price differential simi-: 
lar to that which has been maintained in the: 
anthracite industry. The miners might be an’ 
influential factor is such a policy, for they are 
not restricted as the employers are by the laws 
against combinations for fixing prices. ' If, 
with production reasonably equalized over the 
year, there still is an excess of mines and min- 
ers, the remedy is in reducing it. The :public 
should not be asked to permanently maintain a 
superfluous force. If there were too many 
shoe-factories and too many shoe-makers: it: 
would not follow that the public should buy 
enough for shoes to allow all the factories to be 
maintained on half time operations, at double. 
the normal cost for shoes. Questions of this 
kind must be settled with a view to the eco- 
nomical operation of the industries, for’ the 
good of the greatest number. Everybody 
wears shoes and uses coal; of the two, coal 
is the more important, for it enters into the 
cost of everything else. It is no kindness to 
the laboring people of this country to main- 
tain artificial conditions which increase the 
cost of coal. They bear more heavily upon. 
people of small incomes than upon others,. 
Every wage-earner pays more because of 
them not only to heat his home and cook 
his meals, but upon every purchase he makes. 


Responsibility of Operators 

There is criticism of the mine-owners for. 
opening so many mines, but, having violated 
economic law, they. are taking punishment, . 
The mines that ought not to have been opened 
all lost money for their owners last year, 
and that is accepted. as a matter of course. 
The most effective additional punishment 
would be applied by the further operation of 
economic law, if the miners who have been 
waiting about these mines for two or three 
days work a week would pull away from them 
and find something else to do, This would 
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_ be doing what always has been done ,in other 
industries when they were over-manned. Then 
the situation would be just as though the 
superfluous mines had not been opened. 
“There is no need to wait for the government 
to close them up, or for them to be closed up 
in any. other way, and nothing short of closing 
the superfluous mines and getting the super- 
fluous men out; of the industry will correct 
the situation. The improved conditions. in 
the steel and other industries, with wage ad- 
vances indicating a shortage of common labor 
‘in many localities, give reason to believe that 
the ‘superfluous labor in the coal industry 
would be quickly absorbed if the industries 
all received the stimulus which cheaper coal 
and. cheaper transportation together ‘would 
give. Indeed, with a general revival of in- 
dustry it probably would be found that there 
were not sO many superfluous men in the 
coal.industry.as now thought. If the natural 
economic laws were allowed to have full play 
the whole situation would clear itself. rapidly. 


The Rights of the Public 


‘ The matter of fuel supply so deeply con- 
cerns the public, that the latter unquestion- 
ably has rights to be protected in the con- 
troversy between employers and employes. If 
the latter fail to reach an agreement, and a 
fuel famine develops which threatens to pre- 
vent the operation of the railroads and close 
down the industries generally, the government 
will be obliged to intervene and take the set- 
tlement into its own hands. This is so obvi- 
ous that it is not a debatable proposition. 
When individual rights or the interests of 
groups come in conflict, the government, rep- 
resenting the entire body of people, has a 
right to determine and enforce policies that 
in its judgment will best serve the interests 
of society as a whole. This is not capitalistic 
doctrine ; it is the essence of democracy. The 
capitalists are few, and the class best able to 
take. care of themselves in an emergency. 
The. principle that the government has the 
right to safeguard the common interests and 
maintain policies, that are essential to social 
progress is fundamental; it is paramount in 
all disputes, because it is-more important to 
everybody ‘than any dispute over his own 
wages or his own property rights pos: ly 
can.be.. It is the principle upon which orderly 
society is based. 

Furthermore, if the government must in- 
tervene and -determiné the conditions upon 
which a dispute shall be settled, it.is bound 
to inquire into the facts of the situation, take 
account of all interests and render a judginent 
that is as fair to all parties as can be reached. 
It. follows that if the government takes over 
the coal industry, it will. not do so with the 
purpose of. paying’ the miners’ scale without 






question or of operating the mines indefinitely, 
but of caring for. the public needs until. the 
dispute can be adjudicated. 
Compulsory Arbitration 
The anthracite miners have declined to join 
the operators in a request for the govern- 
ment to provide for arbitration, but this does 
not signify that they would refuse to accept 
arbitration if the government should ask 
them to do so. The bituminous miners have 
not said what their attitude would be, al- 
though some of the interviews with their 
leaders have indicated that they expected the 
government to take action of some kind. 
The question of compulsory arbitration has 
been much discussed in an abstract way, and 
tried in Australia without on the whole. very 
satisfactory results. Few people believe in it 
as a method of settling ordinary disputes. So 
far as the interests of the immediate disput- 
ants aré concerned, it is better that they have 
the opportunity to fight it out and reach their 
own settlement; but where the interests of 
the public are vitally involved there must be 
a way of ‘protecting them. The interests of 
the many cannot be subordinated to the inter- 
ests of the few, no matter whether the few are 
rich, of powerful for some other reason. 
Mr. Gompers, of the Federation of Labor, 
has always held very stubbornly to the prin- 
ciple that the government must not and could 
not compel the arbitration of any dispute. But 
while he never has yielded upon the principle, 
it is to his credit that he never has permitted 
it to come to a direct issue; he never has 
got into a deadlock with ,the government. 
So long as the policy of the organization is 
to avoid a direct issue the contention cam 
be kept alive, but if it ever comes to an issue 
there will be no contention upon that subject 
afterward. 
So lorig as the theory is maintained that 
any relatively small group, like the coal miners 
or the railroad employes, has a right to take 
advantage of its relation to a vital public 
service, to shut off that service by agreement 
among themselves, regardless of the damage 
or suffering caused to the great public which 
sustains the service, just so long there will 
be danger of an attempt to put the theoryinto 
effect. It is to be hoped that such an attempt 
never will be made, but that by the gradual 
spread of enlightenment all men will come to 
see as a social necessity that the government 
must have authority to maintain the services 
by which the common needs of the community 
are supplied. pray 


Is the Issue Impending? 3 

‘The constant assertion of personal rights, 
however, causes men to lose their, balance 
where. their own interests are concerned, and 





there is no knowing how far they will go. 
Utterances of some of the leaders among both 
miners and railroad men have indicated a be- 
lief that they; have. only..to tiesup the mines 
and the railroads and wait for.a flag of truce 
from the owners.. They expect the industries 
to gradually shut down, the millions of wage- 
earners to be thrown out of employment, .the 
transportation of food products to cease, and 
the population en masse to-be brought to the 
verge of starvation, and to actually starve 
unless the employers give way. Their every 
utterance indicates that there. is no possible 
relief except by the employers. The labor 
organizations intend to write the doom of their 
own members and their own kind, and trust 
that the loss of money or the pressure of 
public opinion will induce or compel, the em- 
ployers to come to the rescue. 

This policy, if it is a real policy, is. based 
upon the assumption that the government is 
either impotent or afraid to take action in 
such an emergency as they hope. to create. 
The assumption, however, is certain to be 
disappointed.if such.a-situation.ever arises, It 
is inconceivable that any-. government, how- 
ever composed, would fail to take action un- 
der such conditions, and.a: government that 
has been maintaining a great. organization 
to feed the starving people of. Russia is not 
likely: to allow its own people to starve or 
freeze. It probably will occasion surprise 
in.some quarters to learn. what. unanimity 
there will be on. this subject.if the issue ever 
shall. be, actually joined. The unanimity will 
not be in behalf of the rights of owners or em- 
ployes, but in behalf of the rights of the whole 
body of the people. 


If the Government Acts 


If the government takes over the coal mines, 
the first question it-will have to settle will 
be. that of the wages it will pay, and the 
first question the miners will have to answer 
will be whether they. intend to hold the same 
uncompromising attitude toward the govern- 
ment. as toward the owners. Will they nego- 
tiate, will they arbitrate, will they accept the 
findings ofa: body created by the government 
to: determine what wages shall be, or will 
they lay down an ultimatum to the govern- 
ment and if it is not accepted, strike? These 
considerations involve the whole question of 
the power of the government to deal effec- 
tively with the’ situation, and to protect the 
community against indescribable calamity. 


There can be no limitation of the rights: of 
the government in such an.emergency. It 
is only a question of power, and that means 
whether the weight'of public opinion will be 
with the government or against it. That the 
government would be able to deal with or- 








ganized conspiracy even though accompanied 


‘by organized rebellion, there is no reason to 


doubt. It would not take the Congress long 
under such conditions to repeal the exemp- 
tions of the anti-trust laws which the friendly 
sentiments of that body have prompted it to 
set up for the benefit of organized labor. 


The Railroad Employes 


The case of the railroad employes is less 
involved than that of the miners. The find- 
ings of a governmental body already are ayail- 
able in dealing. with them; there.would be 
ho necessity to go over the ground again. 
That. the government would take whatever 
action was necessary to maintain necessary 
transportation | facilities cannot be doubted, 
for the simple reason that society cannot 
exist without such facilities. To talk about 
the rights of men to conspire together. to 
suppress the indispensable functions of organ- 
ized society is to carry theorizing upon in- 
dividual rights beyond all. limits. 


The railroad cases, have been dealt. with in 
the only manner by. which the. public ever 
can attempt to adjudicate such disputes. A 
commission was created for the purpose. Its 
composition is unique for a judicial body, for 
it is made up of three members named by 
the railroad employes, three members named 
by the railroad companies and three mem- 
bers named, by the President of the United 
States to represent the public. Of course, 
the latter are: the only members who can be 
regarded as occupying a judicial position. 
The others are there to give the proceedings 
something of the character of a conference 
of-all parties at interest. When the three 
members representing the public agree, the 
judicial decision is practically a unanimous 
one. 


That is the case in this instance. The de- 
cision states, and the Chairman in later state- 
ments, has reiterated, that while the com- 
mission considers it necessary in the interest 
of the public that transportation costs shall 
be reduced, the reductions leave the wages 
affected higher than the average of wages for 
corresponding work outside of the railroad 
service, and higher in purchasing power than 
before the war advances or the advance of 
1920 were made. 


The Ideal. Standard Wage 


On the other hand, the dissenting members 
of the commission, like the attorneys who ar- 
gued the case for the employes, set up a vague 
standard of living, which, if applied to the 
25,000,000 families in the United States would 
require expenditures more than 50 per cent in 
excess of the total national income. 

















Their argument seems to suppose that the 
wages of railroad employes are paid from 
some fund not in any way related to 
the income of the companies or to payments 
of the public for transportation services—in 
other words, that they present an abstract 
question which can be settled without any con- 
sideration for the people who in fact must 
ultimately pay the bill. When it is remem- 
bered that the ideal. standard wage -which is 
thus evolved must be paid out of the earn- 
ings of. people who live on very much less, 
the appeal on the ground of justice loses all 
force.. Everybody would like to see the mini- 
mum wage raised in all industries, and it is 
being raised by all the improvements in in- 
dustrial efficiency, but to arbitrarily set up 
high standards for favored groups at the ex- 
pense of others. is not social reform. 

It is not pleasant to reduce wages, and it 
can be understood that men instinctively op- 
pose reductions, but the value of wages in 
any occupation is always relative; it is high 
or low according to wages in other occupa- 
tions. Wages generally have been reduced as 
much as, or more. than, the reductions which 
railroad employes are asked to take. 


Trainmen Not Involved 


The trainmen are not as yet involved in 
the. present controversy, as the Labor Board 
has. not taken up their wages. What their 
attitude would be in case other employes 
should strike, and the government should find 
it necessary to take steps to keep the roads 
in operation, including criminal action against 
conspirators who attempted to prevent their 
operation, nobody knows. Undoubtedly the 
trainmen have it in their power to greatly 
increase the difficulties that: would attend the 
situation, but that the government would be 
able eventually to provide transportation facili- 
ties cannot be doubted. Moreover, nobody 
will believe that the entire body of railroad 
men would oppose the efforts of the govern- 
ment to keep the roads in operation. 


Pertinent Statements About the Coal Industry 


We have already referred to the recent ad- 
dress of Mr, Eugene McAuliffe, a coal oper- 
ator of St. Louis, before the Chamber of 
Commerce of the United States. Speaking of 
the intimate relations. existing between. the 
railroads and the coal industry he gave census 
figures showing that the bituminous coal min- 
ing lands and property represented an invest- 
ment of $3.81 for each ton of annual produc- 
tion, while allocating $4,000,000,000 of railroad 
property to the coal traffic, which would seem 
to be a conservative estimate, in view of the 
fact that coal and coke make up 40 per cent 
of the revenue tonnage, the railroad invest- 








ment on account of the coal traffic_is about 
$7.00 per ton for the annual production, In 
other words, the railroads have about $2 per 
ton invested for handling coal for every dollar 
invested in coal-mining property. 


Mr. McAuliffe comments upon the miners’ 
union as follows: 


The mine workers’ union is a militant organization; 
regardess of the conditions that are responsible for 
its creation, it has now become, as administered, a 
distinct menace to our national life; this organiza- 
tion collects from its members twenty to thirty mill- 
ion of dollars annually, largely by force, representing a 
tax from five to six cents per ton 6n each ton 
of coal. produced and these vast sums spent without 
any accounting whatever given to the public who pay 
the same, suggests a dangerous situation. The mine 
workers’ union has been well named a dollar swollen 
oligarchy. The vast sums of money collected. have 
been used to build up a machine strong enough to 
challenge as it did in November, 1919, the United 
States Government and little or nothing is being 
done to improve the character and citizenship of its 
members largely made up of men of foreign ‘birth, 
who brought with them the passions and, prejudices 
flowing from years of political and social oppression. 
The national, state, district and local officers in charge 
of the union, almost invariably ‘of American or Brit- 
ish birth and who enjoy the advantage of an Ameri- 
can or British heritage, should employ their time 
and effort toward the upbuilding of their mem- 
bership, but instead, the natural’ industry.-and. fru- 
gality of the foreign worker is destroyed by the ex- 
ample of voluntary restriction of production and ab- 
senteeism from work, and the disposition to continu- 
ously move from place to place displayed by the 
English speaking mine worker. With a labor turn- 
over ranging from fifty, to one hundred and fifty| per 
cent per annum, mine labor cannot well be classed 
as stable. There is further a far-reaching disposi- 
tion displayed toward opposing improvement in min- 
ing methods and the application of. labor saving ma- 
chinery. It is safe.to say that such improvement as 
has been made, including the installation of mining 
machines, the use of permissible explosives, etc., have 
been forced on the mine worker only after years of 
persistent effort backed by public opinion, 

The mine workers in proposing to overcome the 
over-development situation by reducing the potential 
weekly working period 37.5 per cent, thereby cutting 
the working time from six days of eight hours, to five 
days of six hours each, entailing an extra expense on 
the coal consuming public of not, less than two hun- 
dred million dollars annually, advance a remedy that 
will not prove palatable to those of us who believe our 
national and individual productivity should be in- 
creased rather than diminished. 


Mr. McAuliffe does not, however, lay all 
the blame for present conditions upon the 
mine-workers. In the following paragraph he 
touches upon a matter of great importance, 
which suggests the need for a constructive 
public policy : 

There are other abuses for which mine labor is not 
responsible, the item of extraordinary over-develop- 
ment, with resultant wasteful competition and the de- 
struction of a great natural resource, which again, 
regardless of the statements made relative to the 
great extent of our coal reserve, is in so far as eco- 
nomically minable and transportable coal is concerned 
rapidly going the way of our American. forests. I 
have no hesitation in saying that the value of unde- 
veloped, competitively removable coal, will double or 
treble within the next ten years. The nation never 
experienced such profligacy as we at present display 
in the waste of our good coal, located near. to the 
centers of present and future consumption. 


Mr. McAuliffe urges as a remedy for the 
over-developed state of the industry that the 






Interstate. Commerce,, Commission _shall_ be 
authorized ‘to issue,‘and each coal property 
shall be required’ to obtain, .a certificate. of 
public necessity to accompany its request for 
the ‘establishment of railroad facilities. He 
states that if these were withheld for a few 
‘-years, the .public demand would catch up 
with the present sources of supply. 


Law and Order of the First Importance 


The terrible ‘outbreak: in Illinois, and: the 
coinmerits that'‘have been’ made upon it by 
union .officials,.the expressions of residents. in 
the neighborhood’ where it occurred; and the 
finding of the Coroner’s jury, show that there 
is a long way to go in educating the public 
to the “responsibilities of a real democracy. 
The primitive instincts have more to do with 
the detions of many people than any sense 
of equal. rights; or reciprocal . obligations. 
They’ know what’ they want, and they care 
little forthe rights of others. which stand 
in their way.’ The heads of miners’ unions 
lay ‘all the blame for the onslaught upon the 
mine-owners and strike-breakers, as though 
these were the law-violators. The Associatéd 
Press correspondent describes the public atti- 
tude im the locality as follows: ' 

People here say: “This is our business. Sorry; but 
it’s done. Let usalone. We will handle this all right, 
We're good people to get along ‘wit as any- 
body if you mind your own business. -We’ll attend 
to:ours.” 

They claim the right to defy the laws of 
thé state and nation, upon which they depend 
for their own security. They could not exist 
as a community alone. The coal mines which 
they claim the right to. control could not be 
operated without an outside market; the ‘coal 
could not be moved without, the railroads sup- 
plied -by outside capital, and the population 
could not obtain the comforts of life to which 
they. are. accustomed, if it was not apart 
of the great industrial system which links ‘all 
localities and. occupations together, and which 
is dependent at last upon government and the 
guaranty. .of law and: order. 


There can be no compromise with the forces 
that seek the overthrow of government. There 
is no social progress, no advancement! for the 
workingman that way. All. questions asto 
how the social organization ‘may be improved 
are..secondary to the. question whether the 
social organization has sufficient hold’ upon 
the loyalty of its members to. enable .it..to 
enforce its will and protect the’ common wel- 
fare against the assaults of minority groups. 
The. men and-women who do not understand 
that the authority of the government is of 
the ‘first, importance are not far.enough ad- 
vanced to,be members of civilized society: If 
they, are in the majority, social progress will 








have to stop yntil the, population, is. reduced 


as it. is being redueed in: Russia to numbers 
that. can live under the primitive conditions to 


which. it is suited, 


Mone and. Bankin 


Monetary conditions are easy over the en- 
tiré country, ‘as ‘evidenced by the liquidation 
of ‘the Reserve banks. ‘The low point of “dis- 
counted bills” in the twelve banks was °on 
June 7, ‘last, when ‘the total’ was $420,000,000, 
which compares with $1,896,000,000 on ‘June’ 6, 
1921, and $2,826,000,000 on November'5; 1920. 
Of course; the reduction of the bills discounted 
in the’ Reserve ‘banks is no criterion’ by which 
to judge of liquidation by the’ member banks. 


‘The average reduction of all loans in’ ‘mém- 


ber banks is ‘about 12 per cent from the top, 
but of commercial Toans about':30 per cent. 
Of commercial loans in New York City: banks 
it is! about 40 per cent. ‘'Member: bank” de- 
posits, as shown by the 800. reporting banks, 
are practically at: the»record level. 

The Reserve banks of Boston and New York 
have reduced: their discount rates to 4 per 
cent. “The renewal rate on call loans on the 
New York market on June 22d was 234 per 
cent, the lowest since 1917.. The movement of 
funds, however, has been away from New 
York and the call rate has stiffeiied to’'5' per 
cent. Time funds range from 44 to'5 per cent, 
with commercial paper of ‘the’ best’ names a 
low! as'4 per scent. i 


Foreign exchange has declined during the 
past month; the pound sterling fron? the high 
point of $4.51%4 to about $4.39, from: which 
it has recovered a few cents. ‘The franc and 
lira are down approximately one cent from 
their high point last Spring. Asgold is now 
being regularly received in London from the 
South African’ mines, shipments to the United 
States have been ‘renewed. if 


The junior Senator from North ‘Dakota has 


introducéd a bill for the payment’of the Sol- 


diers’ bonus by an issue of paper money. In 
view of the Senator’s known views the only 
surprising, feature of the proposal. is, that pro- 
viding for redemption. It looks as ,though 
the Senator was going out of his way to annoy 
the banks, by requiring them to do something 
that he actually believes to be. umnecessary. 


Government Finances ace sgt 
The Under-Secretary: of the Treasury,: the 


Hon. S, P;, Gilbert, in an.address beforé the 
Maine Bankers’ Association:on June 17, gave 


ia. statement» of: the) progress made ‘by the 


Treasury in refunding that. portion. of the pubr 
lic debt which. will fall due in theensuing-fiseal 
year., It will be! remembered that, when the 
present administration began refunding opeta- 




















tions. about, one year ago, the debt..maturing 
within two years aggregated about $7,500,000,- 
000. Its policy has been by a series of re- 
funding operations to distribute this debt in 
Manageable amounts over a_ longer, time, 
chiefly between the maturity. of the Victory 
loan on May 20, 1923, and. the maturity of the 
Third Liberty loan in 1928, thus giving oppor- 
tunities to. apply any surplus revenues that 
may be available, as further refunding is done. 

Mr. Gilbert summed up the refunding task 
as follows: 

The refunding already effected, after taking into 
account, in reund figures the results of the June 15 
operations, shows remarkable progress as compared 
with the situation on April 30, 1921, when the refund- 
ing » was first announced. Victory notes now 
outstanding amount to only about 2 billion dollars as 
compared with over 4 billion dollars at that time. 
Treasury certificates aggregate about $1,830,000,000 
as compared with about $2,750,000,000.and War Sav- 
ings Certificates maturing or to be redeemed. within 
the year amount to about $650,000,000 as compared 
with about $750,000,000, when the program began to 
operate. There are now outstanding, of course, about 
$2,200,000,000 of entirely new obligations in the form 
of Treasury notes, but these mature at various dates 
in the years 1924, 1925 and 1926, and the Treasury 
should, accordingly, be ablé to frame its plans so as 
to:take care of them at maturity out of surplus reve- 
nues or through. secondary refunding operations, if 
necessary, without undue strain to the financial mar- 
kets. 

There still remains outstanding, however, about $4,- 
500,000,000 of obligations maturing within less than:a 
year, $2,000,000,000 of which is in the form of Victory 
notes; and their refunding presents a problem that 
will. require the best attention ofthe Treasury for 
practically the whole of the next fiscal year. 


Up to June 24, 1922, the. ordinary..receipts 
of the Treasury for the fiscal year ended June 
30..had amounted. to $4,081,770,155.41, .as 
against, $5,507,705,284.39 for. the correspond- 
ing period of the previous year, The ordi- 
nary expenses for the same period amounted 
to $3,283,246,831.64, as .against $4,924,459.- 
361.48. It will be seen that.a sizable. surplus 
has been available for application. upon. the 
debt:. 

For the coming year the outlook, is not so 
encouraging... Mr, Gilbert stated that the best 
estimate that could, now. be made indicated a 
deficit of about $360,000,000. This is with- 


out any allowance for a Soldiers bonus bill. 


One Hundred and Tenth Anniversary 


On June 16th this Bank celebrated the 110th 
anniversary of its founding, with a family din- 
ner at the Hotel Commodore, to which all offi- 
cers and employes, including those of , The 
National City Company and the International 
Banking Corporation ,were_ invited. |More 
than 27700 persons participated, Addresses 
were made by the Hon... D. R.. Crissinger, 
Comptroller of the Currency; Mr. . Mitchell, 
President; Mr. John A. Garver, of the Board 
of Directors and long of the Counsel of.;the 
Bank; Mr.,E, P. Swenson, Chairman of; the 
Board; Mr, R. Masson, Managing Director. of 





the Credit Lyonnaise, of Paris; an,institution 

that long has-been one of the. Bank’s most 

valued foreign correspondents. The President 

of the United States sent.the following tele- 
gram 3 1 + ; 
THE WHITE HOUSE, 450° 

Washington, D. C., June 16, 1922, 

C..E. MITCHELL, : Pe 

President, National City Bank, NEW YORK, N.Y. 


lt is a pl re to add my own congratulations to 
a great oeinbeb of others that I°know will come to 
you on this day when you and your associates are 
celebrating the one hundred and tenth anniversary 
of the foun of the National City Bank. I ania’ Toad 
doubt that . Crissinger, Comptroller of the - 
rency, who I learn is to address you will make fitting 
acknowledgment of the century and more of fine co- 
operation between the City Bank and the national 
Government. ‘I‘wish, however, to add my own word 
of .appreciation.:. The National; City Bank and its 
affiliated interests have been_potent factors in efforts 
for extension of American financial and commercial 
influence throughout the world. They have’ been ‘in- 
spired, I am convinced, quite as much by patriotic 
consideration as by motives ofenterprise and profit. 
There are multiplying and gratifying evidences that 
we are entering’ upon a new era in our own commer- 
cial affairs and in our relations with the rest of the 
world in which very proper rewards will come to 
those who have thus devoted themselves to the 
national interest. . All the testimonies which come 
to me regarding the business situation and outlook, 
justify a cheerful and thoroughly confident view of 
the times imm tely before us,.and I have satisfac- 
tion in realizing that such powerful instrumentalities 
of finance as your own great bank will be equipped, 
as they have been in the past, to extend the utmost 
encouragement; and assistance to the desirable devel- 
opment of every commendable American enterprise. 


Warren G. Harding. 
Looking Backward 


Anniversary days are milestones at which 
we, naturally pause and look back over the 
road and the scefies that have been travelled, 
and. in the' case of the City Bank it is inevita- 
ble that we should note the growth and 
changes that have taken place, not only in the 
population of the city and country, but in in- 
dustry and. in social, conditions throughout the 
world. 

Qne hundred and ten years. is not a very 
long period of historical time, but it is a com- 
monplace to say that in discoveries’ and 
achievements affecting the living conditions of 
the population, the last 110 years have more to 
their credit than all preceding time. 

In 1812, when. the original charter for this 
Bank was granted by the General. Assembly 
of the State of New York, the population of 
New York City: was about 100,000, and of the 
United States about 7,500,000. The volume of 
general trade was small for even that popula- 
tion. now, for, productive..capacity. was. small, 

es and prices were low and transportation 
facilities were limited by poor highways. 


Industrial Conditions 
: The Bureau. of, the Census has. estimated 
that, at the beginning, of the Nineteenth, Cen- 
tury 90 per cent) of the population was en- 
gaged in agriculture at least part of the year, 








The consumption of factory-made goods was 
very small, the people to 4 great extent sup- 
plying their own wants by means of hand 
tools and the household industries. Spinning 
and weaving and the making of clothing went 
on commonly in ‘the homes, while flour-mill- 
ing, shoemaking, wagon-making, cabinet-mak- 
ing, blacksmithing, were neighborhood indus- 
tries. > ; 

Moreover, these conditions. did not. change 
rapidly... The population increased from /7,- 
000,000 in 1810 to 17,000,000 in. 1840, or by 
10,000,000 people in, 30 years, and had spread 
beyond the Alleghanies to the Mississippi 
river, but the industrial equipment was still 
of the primitive kind... Wealth increased slow- 
ly, the communities: were still largely ‘self- 
contained, and thé articles of commerce were 
comparatively few. 


The Growth of Industrial Power 


Not only does all the railroad development 
lie within these 110 years, but those other 
epoch-making developments, of the telegraph 
and cable, the telephone, electric light and 
power, the petroleum industry, the invention 
of the cotton-gin,, the. self-binding harvester, 
the. automobile, the sewing machine, type- 
writer and many others of great, importance. 

As a single index of industrial progress 
nothing is more significant than the consump- 
tion of coal. Wood from nearby forests was 
the fuel of the country 110years ago. The 
production of coal in 1820 is given in the Sta- 
tistical Abstract as 3,080 tons; in 1920, it was 
576,431,250 tons. From 1870 to 1920 the con- 
sumption of coal increased from about ‘three- 
fourths of a ton per capita to about five tons 
per capita. 

The rapid increase of power used in the 
industries is one of the chief factors in the 
enormous increase of output. The first re- 
port upon ‘horsepower is in the census of 1870, 
when the amount employed was 2,346,142, 
which was about one-horse-power to each 19 
persons of the population. In 1914 it was 22,- 
547,574 or about one horse-power to each 5 
of the population. This refers only to power 
used’ in ‘manufacturing establishments, and 
does not include power used in transportation. 


Labor Saving Machinery 


We are accustomed to speak of this vast 
machine equipment as “labor-saving machin- 
ery,” and antagonism is sometimes. displayed 
to new machinery on the ground that it dis- 
places labor. In particular instances this has 
occurred, but on the whole the_effect has been 
to multiply the power of labor in supplying 
its own wants. The standard of living for all 
the people has been raised far above anything 
that would be possible without the machine 
equipment, 


_ — 





In order to fully appreciate the benefits of 
this industrial development it would be neces- 
sary to consider what would be the living con- 
ditions of the present population of nearly 
110,000,000 people, without the aid of the 
modern industrial and transportation equip- 
ment. The population of 1812 could scatter 
out over the land and live in comparative com- 
fort close to the natural resources, but the 
population of 1922 is dependent upon organ- 
ized industry and the machine equipment. 


The Increase of Wealth 


In:view of all the industrial controversies of 
the time, it is pertinent to ask who has bene- 
fited by this enormous increase of productive 
capacity. The consumption of the rich people 
has been insignificant in comparison with it. 
The share that they have received has been in- 
vested for the most part in the development of 
industry, and exists in the form of industrial 
properties that are turning out goods and serv- 
ices for common use. These industries are do- 
ing the same work, but more efficiently, that 
they would do if they were owned by the gov- 
ernments, as they are in Russia. All up and 
down the industrial ranks there has been an 
incentive to produce results, and the record 
shows them. New methods of doing things 
are constantly discovered. Who are being 
served by the 260,000 miles of railroad? Who 
absorbs the constantly increasing production 
of cotton goods, per capita, the constantly in- 
creasing ‘production of shoes, per capita, the 
constantly increasing production of all manu- 
factures per capita? What is the explanation 
of the fact that the volume of freight handled 
by the railways, the volume of travel upon the 
railways and the consumption of coal, .all 
have been increasing much faster than the 
growth of population? Is any other ex- 
planation possible than that the industries 
are producing a greater quantity of goods, 
the railroads are distributing a greater 
quantity of goods, and that there is more 
travelling, per head of population? 


The Outlook 


The opportunities for the individual, the re- 
wards for, skill, industry, new ideas, and for 
every useful ability, become greater as vol- 
ume of business grows. The individual suc- 
cesses of the past will be outdone by those of 
the future, as the aggregate achievements of 
each decade have been outdone by those of the 
decade following. “The fortunes that have 
been made in the automobile industry could 
not have been made at an earlier time or in 
any. other country, because the required buy- 
ing power in the public did not exist at an 
earlier time or anywhere but in this. country. 

The course of prosperity and development 
has been interrupted at times. There have 











been panics and periods of depression which, 
when they occurred, seemed to threaten ruin 
to business interests of every kind. The years 
1837, 1857, 1873, 1893 have been passed down 
in the annals of trade as times of storm and 
stress, but in a survey of over 110 years of 
progress they scarcely make a dent in the 
record of growth, Readjustments have been 
necessary, but in every period of depression 
the nation has broadened and strengthened 
the foundations of its industrial and business 
life and then gone onto, greater prosperity 
than it had ever known before. 


Canadian Railroads 


The fact that-the railroads of Canada, the 
Canadian Pacific .system, excepted, are now 
owned.by the government, is referred to from 
time to time by the advocates of government 
ownership .in the United States, in a manner 
calculated to convey the impression that Can- 
ada is leading this country in progressive poli- 
cies and that only “reactionary” influence is 
holding this country back. 

The Canadian government became heavily 
involved in the railroads by guaranteeing the 
bonds of private corporations in order to make 
them. saleable. in foreign markets, The ulti- 
mate purpose was to open up new territory 
to settlement and increase the population of 
the country. Before the new lines could get 
on a paying basis, the war broke out, operat- 
ing expenses, increased, the roads defaulted 
on their obligations and could not even meet 
operating expenses, The situation was so bad 
that apparently the only way out was for the 
government to take over the roads, virtually 
by foreclosure proceedings. : 

Anyone who is interested in knowing the 
facts about this governmental ‘investment 
should read an article written by J. L. Payne, 
a former statistician in the Department of 
Railways and Canals, which appeared re- 
cently in the Toronto “Saturday Night.” He 
says in part: 

At least $763,33/,214 and probably $100,000,000 more 
has been added to the public debt of Canada, since 
1914 on account of publicly owned railways. Have 
the people of Canada been aware of that fact? They 
have not. They have believed the war was respon- 
sible for all the growth of our debt, 

Every time this gigantic debt snowball makes an 
annual revolution it has the terrible power of adding 
at least $38,000,000 in interest. If there were nothing 
else but this interest and the deficits, the national 
railway system is costing ‘at least $108,000,000 a year. 
Unhappily if the account were made up as those 


of a corporate business would be, the amount would 
not fall below $140;000,000 a year. 





The earnings were less than operating ex- 
_penses by $27,000,000 in 1919; $47,000,000 in 

920 and $70,000,000 in 1921., In. addition to 
the deficits and interest payments, the ex- 
penditures since 1915 on capital account have 
aggregated $147,859,393. 








What Makes the Interest Rate P 


The discussion of Federal Reserve discount 
rates that has been going on over the past 
year and a half has revealed a prevalent opin- 
ion that interest rates are fixed arbitrarily by 
bankers, and that the Reserve banks should 
assume the regulation of rates in behalf of 
the public—always of course by making them 
lower. During this time, however, although 
the Reserve banks have been a constantly 
diminishing factor in the money market, rates 
have been steadily falling. Something other 
than the Reserve banks has been causing in- 
terest rates to decline; what is it? 


A great many people profess skepticism 
nowadays about the law of supply and de- 
mand, but it is operating every day just: the 
same, and if more attention was given: to ‘it 
there would be: less: of idle conjecture and 
foolish. attempts at governmental regulation 
of, business. The loan fund: of the country 
consists of available wealth awaiting invest- 
ment.. If a farmer after selling his crop and 
paying his expenses has some part of the pro- 
ceeds left over, he is a potential lender, or 
if he has a mortgage on his farm he may 
apply his surplus upon that; in either case, or 
if his,surplus takes the form of a bank. de- 
posit, he exerts an influence for easy money. 
On the other hand, he may choose to.use the 
surplus for improvements, the purchase of 
machinery, or for personal gratification, and 
instead of contributing to the amount of capi- 
tal available for other borrowers he may him- 
self be a borrower. The rate of interest de- 
pends upon the relation between the aggregate 
amount of savings offered on the market for 
investment and the aggregate demand for 
ready capital. 





In times when .a spirit of optimism per- 
vades the community, free. spending and busi- 
ness expansion will be general and a prepond- 
erance of the people will be spending their 
incomes or wanting to borrow, and the de- 
mands upon the available supply of new capi- 
tal or savings will be strong enough to advance 
the interest rate. At other times, when the 
general outlook appears unfavorable, and peo- 
ple are inclined to be pessimistic or cautious, 
expenditures will be cut down, expansion will 
be checked, the demand for loans will fall 
off, capital wil! be released from trade, new 
capital will accumulate in excess of demands 
for it, and the hiring price of capital, or what 
we call the rate of interest, will fall. The 
inevitable tendency is to find the point of 
equilibrium—the rate of interest at which the 
supply of capital will be absorbed by the 
demand. 

Comparatively few borrowers are under. the 
necessity of borrowing at any price; most of 
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them borrow, for the purpose of carrying on 
operations from which they expect-to make:-a 
profit, and the high rates tend to restrict bor- 
rowing. On the other hand, bankers are lend- 
ing, for the most part, other people’s capital. 
They cannot control either supply or demand, 
but they try to adjust interest so that supply 
and demand will meet and offset each other, 
Nothing is to be gained by the public from 
arbitrary efforts to control rates, for the rates 
are merely signs of a relative plenitude or 
scarcity of capital, and although the supply 
of capital may be diminished in any market 
by harsh and arbitrary treatment, it cannot 
be increased in that manner. It can be in- 
creased only by production and saving, and 
high rates encourage and directly contribute 
to such increase. High interest rates show 
that debt-creation and expenditures are get- 
ting’ ahead of capital accumulations; they are 
im themselves’ a warning sign, and exercise a 
wholesome pressure in restraint. A healthy 
state of credit and of industry require that 
the equilibrium between supply and demand 
shall be found at a normal, or average, rate 
of interest. 


The Legitimacy of Interest 


The theory that interest is an illegitimate 
charge and a burden upon industry is revived 
in every period of hard times, when people 
are particularly receptive to schemes for get- 
ting something for nothing. It is always con- 
nected up with the idea of supplying purchas- 
ing’ power on easy terms by printing paper 
money. The “reasoning” is simple enough: 
if one is able to pay cash for what one wants, 
there is no need to borrow, and since money 
maybe created by governmental fiat, there 
is nothing to do but make enough of it and 
interest is forever abolished. 

One of the publications devoted to this idea 
has summed up the theory as follows: 


Interest is a spurious charge exacted from society 
for the use of scarce money by a few “financiers” 
who have cornered the meager supply of money. Only 
a little acumen is required to enable one to realize 
that with an adequate currency in the channels of 
trade, interest for its use would be unobtainable. It 
must be scarce to command “interest.” 


The logic of this seems to be clear: _What- 
ever is worth anything usually commands a 
price ; the exceptions being such natural essen- 
tials as air and water, which are so abundant 
that they can be had for nothing; all that 
is necessary to get rid of interest is to make 
money. as plentiful as air and water,, Even 
such abundance as they have in Germany and 
Russia does not make money “easy” or lower 
interest charges. The more money is put 
out, the lower its purchasing power falls, with 
the result that it is continuously getting 
“tight” unless’ more is issued. he ideal 





money for the writer of the above paragraph 
would be a kind of which bales might, be Teft 
out on the sidewalk over night without danger 
that anybody would take it. .To paraphrase 
the language of this writer, only a little acu- 
men is required to realize that money is 
wanted, not like goods, for consumption, but 
always for what it will buy, and that in order 
that it may be worth something after we 
have it, it must inevitably have. value when 
we get it, 


Interest Is Paid for Capital 


The idea that interest is illegitimate had its 
origin in a theory that money in itselfjis:un* 
productive. It dates back to times when capi- 
tal was a relatively small factor in indtistry, 
and when scholastic writers who had tittle 
knowledge ‘of practical affairs were in°*great 
vogtie. They argued that a given amount of 
gold or silver remained the same amount al- 
ways, and therefore interest ‘could not’ be 
given for its use. This view of money, how- 
ever, is inconsistent with that of the fiat money 
people who decry interest. The latter all de- 
clare that money is only a medium of ex- 
change, but fail to follow their own theory to 
its logical conclusion, to wit, that interest is 
not paid simply for the use of money, but for 
the use of the capital which is transferred 
by means of money. When you buy a rail- 
road ticket your payment is not merely for 
the ticket, but for the transportation which 
the ticket procures. Interest for the use’ of 
capital will be abolished about the time the 
charge for railroad transportation is abolished. 


People have very vague ideas of what capi- 
tal is.’ They think of it as stocks, bonds, bank 
deposits or something éven more intangible, 
but all these are only title deeds to capital. 
The latter is always tangible property. 


_ The man_who is said to have “money” to 
lend, has produced, something of market value. 
It may be 1,000 bushels of wheat. He might 
trade the wheat directly to a miller for. flour, 
and trade the flour around the community for 
the various commodities and services of which 
he stands in need. Under our monetary and 
banking system, however, he sells his wheat 
on the market and probably receives his pay 
in the form of a bank check, which he deposits 
with his own banker. Then-he draws on the 
banker for the payments he wants to make, 
or for convenience he may draw part in coin or 
currency. Jed 


It may be that the miller in his business 
has use for more working capital. than he; pos- 
sesses. He will. operate 5 mill to. better ad- 
vantage if he can, havea, supply of wheat 
ahead of the day’s needs, and if he. can.ac- 
cumulate a moderate stock of flour. If. he 


obtains the 1,000 bushels of wheat, direct from 














the producer under the barter arrangement, he 
may negotiate for 90 days’ time in which to 
complete the transaction. As this arrange- 
ment is advantageous to him, and yields an 
economic gain, he might see the justice of 
dividing the gain with the wheat-grower by 
adding an extra quantity of flour to the amount 
originally agreed upon: This would be inter- 
est.. It would compensate the wheat-grower 
for waiting 90 days after the transaction 
has been completed for his pay. 


The Banker’s Function 


It might, however, be very inconvenient for 
the wheat-grower to wait 90 days. Under our 
monetary and banking system the miller ob- 
tains a loan from his banker, and gives the 
wheat-grower a check on the latter. The check 
is converted into a deposit, and the deposit in 
whole or in part may remain there for weeks, 
or may be converted into a time deposit on 
which interest is paid, and may be loaned to 
the miller, or some other deposit may be loaned 
to the miller. The bank is a reservoir of de- 
posits of this kind, all subject to the call of 
the owners, and yet affording facilities for just 
such accommodations as this miller needs. It 
will be seen that this wheat-grower’s bank de- 
posit represents capital—originally wheat—and 
if the wheat is converted into flour and the 
flour is, sold and consumed, the miller presum- 
ably will have received equivalent values and 
converted them into more wheat and flour, and 
this process will continue until he.is able.to 
draw enough capital out of his business. to 
pay the loan at the bank. When that is done 
the credit is extinguished, the history of that 
loan is completed, and the interest which the 
miller has paid to the bank has been paid for 
the use of the wheat, not for the use of any 


money that may have been used in connection 


with the transaction. 


And,.so bank deposits as a rule are created 
by the movement of commodities in trade, and 
interest is paid for the use of the proceeds of 
commodities, Nine times out of ten no money 
is used in the transfers. The commodities hav- 
ing cost something, and having sold for values, 
the owner is not very likely to let someone 
else use them without compensation, nor would 
it be just that he should do so. 
who renders service is entitled to compensa- 
tion. 

It will be seen that money. which comes into 
being as the medium of exchange in such proc- 
esses as the foregoing ‘is: ‘totally different 
in character from money. issued with the view 
of making it so plentiful that nobody will pay 
interest for its use. Since it represents com- 


miodities it cannot be cheaper than they; if it 
was, nobody would give commodities for it. 





Everybody: 





‘The Wallingford Town Hall 


The Dearborn Independent, Henry Ford’s 
paper, is largely devoted to a campaign against 
interest, its arguments for the most part con- 
sisting of examples of indebtedness upon 
which great sums of interest have been paid, 
as it argues, uselessly, and without any re- 
turns. It goes without saying that there 
is a great amount of needless and foolish bor- 
rowing. People make the same kind of mis- 
takes in the use of borrowed money. that they 
make with money that is not borrowed. 
Whether it is good policy to borrow or not, 
depends upon the circumstances of each case, 
and has nothing to do with the general ques- 
tion, whether it is legitimate to exercise in- 
dividual. judgment in this respect, or to give 
or receive interest. 


The people of Wallingford, Connecticut, 
built a town hall many years ago without, 
at the time, making any contribution to it 
themselves. It is said that they borrowed 
the “money” with which to build it, but since 
the “Independent” has explained that money is 
only a medium of exchange we know that they 
actually: borrowed ‘capital: Probably numer- 
ous people bought the bonds with the proceeds 
of ‘their labor’or products: Perhaps some ‘of 
the farmers in the neighborhood bought some 
of them with the proceeds of vegetables ped- 
died at the back doors of Wallingford homes; 
perhaps the mutual savings bank bought part 
with deposits. belonging to the wage-earners 
of the town. Whoever the purchasers may 
have been we know that they abstained from 
spending their accumulated capital for their 
own comfort or pleasure and loaned it to the 
town of Wallingford for the’ construction of 
a hall and office building for public purposes: 


Whether or not it was good policy for the 
town of Wallingford to borrow the capital for 
the hall, or to allow the debt to go unpaid 
for so long a time, is a question over which 
there is no need for argument among outsiders. 
We are quite disposed to the opinion that, as 
a needed restraint upon expenditures, it is 
sound economy for governments to pay, so 
far as. practicable, as they, go, and at least not 
bind succeeding generations to pay more than 
their proper share of permanent public im- 
provements. But whether the policy followed 
by Wallingford has been the best one or not, 
it is certain that the interest paid upon the 
bonds has not been all thrown away, for the 
people of Wallingford have had the use of the. 
town hall, and the tax-payers of Wallingford 
as a body have. escaped, the tax-levies that 
would have been made if the loan had been 
paid at an earlier date. They have had the. 
use. during all these years of precisely the 
same amount of capital that they were bor- 
rowing. The story and comments furnish a 








good illustration of the very common human 
desire .to eat.one’s cake and have it, too. 

Another number of the Dearborn Inde- 
pendent tells the story of a city, whose name 
we Shall not repeat, which issued $100,000 of 
30 year bonds in 1889 to build a municipal gas 
plant. When the bonds fell due the gas works 
had been scrapped for twelve years and while 
the City still owed the $100,000 of principal, 
it had paid $150,000 of interest. Moreover, 
it had built electric light and waterworks 
plants in the same way, and also sold bonds 
to cover deficits in annual revenues. From 
1904 to 1921, according to this article in the 
Independent, this city paid out $604,799 for 
interest. 

Statements of this kind are useful as show- 
ing the recklessness with which the financial 
affairs of governments, municipal and national, 
are sometimes handled and the importcnce of 
having them managed by persons of experi- 
ence and ability. i 
committee of bankers would have made the 
record described above. On the other. hand, 
to the extent that it may be desirable to spread 
the cost of permanent improvements over a 
period of years, at a rate of interest probably 


lower than they would have to pay if they. 


borrowed as individuals, the issue of bonds 
serves the common convenience. If there is 
danger that public authorities will abuse the 
bond-issuing privilege, what would be likely 
to happen under the: privilege of paying for 
public improvements by printing money? 


Mr. Ford's Railroad Bonds 


Within the last year, Mr. Ford has bought 
a railroad upon which there was an outstand- 
ing bond issue. It is understood that he bought 
the bonds as well as the stock, but supposing 
the railroad to be a good property and regu- 
larly earning the bond interest, these bonds 
might as well be in the hands of other invest- 
ors, and if Mr. Ford was needing the capital 
for development purposes it might be advan- 
tageous to him to have it so distributed. Con- 
trol of the railroad would be in his hands 
through ownership of the stock, but others 
would be supplying part of the capital, upon 
a limited return. Assuming that the bonds 


represent expenditures .for labor, materials 


and equipments, they would be only a means 
of dividing the investment. Mr. Ford may 
burn the bonds, but presumably he will think 
himself entitled to fair compensation for his 
investment in the road, and that is all, the 
bondholders could have obtained. 


Tyranny of the Majority 
Although the Dearborn. Independent seems 
to be ready to go great lengths in some direc- 
tions in extending the authority and trusting 
to the wisdom of government officials, it 


t is not probable that a 
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shows at times some, misgivings. about the 
safety, of the public.in such hands, .For in- 
stance, in one of its recent numbers it.quotes 
from Alexis, De Toqueville. as. follows: 


The greatest danger to liberty in America is in the 
omnipotence of the majority. A democratic power. is 
never likely to perish for lack of strength or of re- 
sources, but it may very well fall because of the mis- 
direction of. its strength and.,the abuse of its -re- 
sources. If ever liberty is lost in America, it, will be 
due to the oppression of the minorities which may 
drive them to an appeal to arms. The anarchy which 
must then result will be due only to despotism, 


Commenting upon this extract, the Dear- 
born Independent editorially scores bureaucra- 
cies as follows: 


It is true the United States has survived several 
periods when the tyranny of the majority has seemed 
almost intolerable, but never before has there been 
such a dearth of defenders of individual rights. The 
right of personal opinion and its expression is chal- 
lenged by the majority. _Proseription is rampant. In 
moral questions despotism on the part of officers of 
the law is applauded. The courts, are filled with 
satraps of the intolerant majority. 

There is need for an awakening to ‘the fact that 
our liberties are in danger, The growth of radicalism 
has its origin in the oppression and suppression from 
@ government sustained by a bigoted majority blind 
to their own interests. 

Since the. days of Adam the question of how far 
one man is his brother’s keeper has been one of con- 
treversy. Late years have been characterized by 
more and more taking over by organized society of the 
regulation of the individual’s conduct. Public officers, 
quick to, sense the fact that the majority stands for 
a close control of individual-actions, have gone sled- 
length in paternalism. Bureaucracies, far beyond the 
wildest dreams ofa few years ago, have grown up. 
The idea of freedom itself has changed from a belief 
that the individual is entitled to work out his own 
destiny with the least necessary government, to a 
belief that ramifications of. government must be in- 
finite that the individual may have a proper “free- 
dom.” The first belief grew out of a confidéfice in 
democracy; the second, whether its supporters . will, 
confess it or not, comes from a vast distrust in de- 
mocrecy, 


Horses on Farms 


In a recent statement carrying the census 
figures for the number of horses on farms we 
drew the conclusion that power-driven ma- 
chinery was responsible for the decided re- 
duction shown, but exception is taken to this 
conclusion in several quarters. It is probable 
that the war was an important factor in the 
reduction, clearing off a considerable surplus. 
Although motor-driven trucks have become 
a very important factor in city and short-dis- 
tance transportation, and tractors have found 
a considerable place on the farms, the horse 
is still the most economical power for a great 
field of use, and we had no intention of con- 
veying the impression that this useful animal 
was about to be generally discarded. 


Technical Emergency Service 
“Transportation Trade,” a publication is- 
sued by the American Chamber of Commerce 
of Berlin, in its, issue of March 10, 1922, gave 
an interesting account of the. German Tech- 














nical Service and the invaluable work which 
it did in the railroad strike of last February. 

The Technical Emergency Service is an or- 
ganization composed. of volunteers protected 
by and operating under the jurisdiction of the 
German Ministry of ‘the Interior. Its origin 
dates back to the disorderly period which fol- 
lowed the end of the war and the German 
revolution. ‘It was organized by men who 
placed the welfare of the nation above party 
politics and labor disputes, and includes in its 
ranks, men who have held high position in offi- 
cial life, university professors, technical edu- 
cators, students, merchants, lawyers and other 
professional men, former army officers and 
sober-minded laboring men, 


The conditions created in Berlin by the rail- 
road strike of February are thus described by 
the “Transatlantic Trade” editorial: 


As far as Berlin was concerned, the railroad strike 
- Was intensified by the strike of the city’s employes, 
which left Berlin without water, gas and electricity: 
A cold wave aggravated the situation. 

Lack of heat, light and water drove the city’s 
physicians and hospital doctors to despair. It was 
impossible to perform even the most necessary opera- 
tions. It is difficult to give-a picture of the misery 
that prevailed in the children’s hospitals and espe- 
cially the infant departments. 

Illustrative of the damage caused was the condi- 
tion of hundreds of locomotives at the end of the 
strike. Under ordinary circumstances roundhouses 
are heated thus protecting locomotives. The strikers 
ran their machines in and left them in unheated 
houses where the water in the boilers and tubes froze. 


Snow and ice made it impossible to operate switches ’ 


and the lack of electric current put the signal system 
out of commission. Berlin at night was pitch dark. 


This was the situation when, President 
Ebert called upon the Technical Emergency 
Service. The article says: 


Three hours after a crew of the service had taken 
charge of the railroad yards, three locomotives were 
put under steam and placed at the disposal of the 
station master of the Lehrter Station. Twenty-four 
hours later. three ‘tracks, including all switches and 
signal systems, were cleared and a regular time table 
service was established between Berlin and Witten- 
berg, located half way on the line Berlin—Hamburg. 
in the meantime, the Emergency Service men of 
Hamburg had worked their way down to Wittenberg 
which completed the connection Hamburg-Berlin. 
Thus a regular freight and passenger service, even if 
limited, was established by non-railroad men 24 
hours after the outbreak of the strike. 

Considering the fact that the Emergency Service 
did not ask assistance from those strike-breakers who 
were willing to work in spite of the strike order, the 








work accomplished by the Service is remarkable. But 
rescuing the railroad service from complete standstill, 
and even ruin, was not the only activity of these vol- 
unteerg. Water stations and electric plants were put 
into commission one after another, and gradually gas 
plants in various parts of the city became useful 
utilities, All this activity was embarrassing to strike 
leaders and political wire’ pullers: who had character- 
ized the Technical Emergency Service as an organi- 
zation only capable of keeping low fires under boilers 
and thawing out frozen engines. 

Thus it happened that the Technical Emergency 
Service succeeded in establishing its value as a na- 
tional asset in times of great national danger. Its 
work in connection with the. last e also fur- 
nishes highly important lessons. for o nations in 
solving similar labor troubles. ; 

‘The writer visited one outpost of Berlin’s water 
works near Lichtenberg. The station is miles away 
from houses and stores and is situated in the mid- 
dle of a district which is all but communistic in its 
political views. Here three men of the Emergency 
Crew worked 48 consecutive hours until they had 
the water pumps going again, without sleep, food 
or other drink n cold water. Protected by only 
three policemen,they, were constantly threatened by 
communistic agitators. But the men did not flinch. 
They stuck to their post, kept all water pumps going 
and waited without complaint until food supplies and 
relief arrived. This is the spirit of the Technical 
Emergency Crew and«that is why the organization 
was able to save’ the German railroad system from 
ruin and the ill, aged and infant population from mis- 
ery and death. ‘ yo 

The Technical Emergency Service is by no means 
confined to the city of Berlin. It has branches in 
every German province, all branches being directed 
by and working hand in hand with the Berlin 
central organization. It is called into service only 
when the President of the German Republic issues the 
order and its members can by no means be re- 
garded as “scabs”, for emergency work is the only 
work it performs. ‘ 


This. German organization shows what will 
have to be done in all countries to meet the 
unsocial group “organizations which attempt 
to choke society to its knees. There is no 
teason in the theory that merely because rail- 
road service is continuous and) cannot be in- 
terrupted without great damage to the com- 
munity, railroad employes’ shall have a great 
advantage in bargaining for. their compensa- 
tion over farmers and other people whose la- 
bors are just as necessary; but who have not 
the same organized power to inflict. injury. 
Moreover, these are the very people who in 
the end have to pay railroad wages. In the 
long run questions.of this kind are not going 
to be settled by the power of minorities. 

The labor organizations, and particularly 
the railroad men, will see this themselves, 
when they come face to face with the issue. 
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) Gem. past two years 
Se ae M4 have been years of 
NN great loss to many in- CONSERVING YOUR 
fA\ dividuals, firms and PROPERTY 
corporations. Assets which were 
thought to be incapable of shrink- 
age have proved unreliable and 
subject to loss. A great many of 
these losses might have been pre- 
vented if proper safeguards had 
been taken a year of two ago. 
This is especially true in the Ae ger aes 
case of property in the form of TRUST DEPARTMENT 
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skies and a renewed opportunity 
to make profits and accumulate 
property, the wise will profit by the lessons of recent months and take 
steps to place all possible safeguards around their accumulations. 

The Trust Department of this Bank has prepared a booklet sug- 
gesting many steps that may be taken to safeguard one’s accumula- 
tions and to prevent unforeseen dangers of Joss, both during life and 
after death. . 
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This booklet, “ConsERvinGc Your PRopERTY,”’ is an interesting 
description of the danger that lurks in inattention to certain impor- 
tant details, and. it may be the means of pointing out to you some 


vital steps you have not considered. It will be sent upon request without 
obligation. 
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